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tAn  address  before  the 
Ihtbkhational  Chamber  of  Commerce 
London,  England,  Jimezq,  1921 


THE  International  Chamber  of  Commerce  is  an 
outgrowth  of  the  International  Congress  held  in 
the  United  States  in  191 9,  when  Chambers  of  Com- 
merce over  the  wwld  were  invited  by  the  Chamber  of 
Commerce  of  the  United  Sutcs  to  send  delegates  to 
this  country  for  a  conference  upon  matta«  of  com- 
mon concern,  and  particularly  the  problems  arising 

from  the  war. 

A  second  Congress  was  held  in  Paris  in  ijao,  at 
which  time  the  Intematicmal  Chamber  of  Commerce 

was  formally  organized,  with  M.  Etienne  Clementel, 
Minister  of  Commerce  in  the  Cabinet  of  the  French 
Goyemment,  as  President,  and  M.  Edourd  Dolleans, 
of  Paris,  as  Secretary,  and  a  Board  of  Directors  made 
up  of  prominent  business  men  resident  in  nine  coun- 
tries. The  International  headquarters  are  at  33  Rue 
Jean  Goujon,  Paris,  in  a  building  provided  by  the 
French  Government. 

The  Third  Congress  was  held  in  London,  June  ay- 
July  2,  this  year,  with  an  attendance  of  about  ifioo, 
representing  Chambers  of  Commerce  in  seventeen 
countries.  The  following  address  was  delivered  before 
the  Finance  Section,  which  had  under  consideration 
the  subject  of  Expc^  Qvdits. 


AMERICA  AND  EUROPE 

SjK  George  E.  Roberts 


IN  view  of  the  interest  that  has  been  manifested  by  many  dele- 
gates in  the  economic  position  of  the  United  States,  and  its  abil- 
ity and  disposition  to  create  credits  in  the  present  world  situation, 
ithasbeen  thoi^^t  well  by  the  American  delegation  that  a  somewhat 
detailed  statement  should  be  made  in  their  behalf  upon  the  subject. 

TTie  American  delegation  has  come  to  this  meeting  with  a  very  pro- 
found sense  of  the  gravity  of  existing  industrial  and  social  conditions 
over  the  world,  and  of  the  need  for  international  co-operation  in  deal- 
ing with  them.  The  United  States  in  common  with  all  other  countries 
is  suffering  from  the  disorganization  of  industry  and  the  exchanges 
which  has  resulted  from  the  war,  and  frilly  realizes  the  importance  of 
restoring  trade  relations  between  countries. 

There  has  come  to  all  peoples  in  this  period  of  depression  a  clearer 
understanding  than  they  ever  had  before  of  their  mutual  interest  and 
dependence.  The  world  had  developed  before  the  war  a  very  highly 
organized  system  of  productton  and  otchange.  It  was  a  vast  co-opera- 
tive, voluntary  system  which  had  grown  up  so  gradually,  and  by  the 
contributions  of  so  many  people,  that  we  scarcely  understood  either 
the  extent  of  our  intffdependence  or  how  it  came  to  be.  There  was 
little  general  comprehension  of  the  economic  principles  underlying  and 
governing  these  relations.  Few  people  thought  enot^h  about  tJiem  to 
appreciate  the  gains  that  accrued  to  all  classes,  for  example,  from  a 
comnu>n  standard  of  value,  from  the  interlocking  banking  systems  of 
all  countries,  from  the  development  of  specialized  ability  in  industry 
and  in  trade,  and  from  modom  facilities  of  conununicati<m  and  trans- 
portation—all  tending  as  they  did,  to  improve  Ac  living  ccmditimis  of 
the  population  everywhere. 

This  system  of  interchange  of  products  and  services  was  interrupted 
and  in  part  broken  down  by  the  war.  Then,  with  the  exchange  of  goods 
in  large  degree  stopped,  difficulties  developed  about  makii^  payments 
even  for  the  shipments  that  were  made.  And,  finally,  the  emMmous 
inflation  of  currency  in  the  form  of  lawful  money  or  bank  credit,  vary- 
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ing  in  the  different  countries,  compelled  a  general  suspension  of  gold 
payments  and  abandonmait  for  the  time  bduig  of  the  gold  standard 

as  a  common  measure  of  values,  and  has  made  the  state  of  confusion 
in  some  quarters  almost  hopelessly  complete. 

UNSETTLEMENT  OF  THE  SOCIAL  ORDER 

UNFORTUNATELY  this  is  not  all  or  even  the  worst  of  die  diffi- 
culties.  The  most  serious  have  arisen  from  the  general  unsettle- 
ment  of  the  social  order.  There  always  has  been,  and  in  a  progressive 
society  inevitably  will  be,  more  or  less  social  discontent,  but  the  inter- 
rupdon  of  regular  industry  during  the  war,  the  rise  in  terms  of  money 
of  the  cost  of  living,  and  the  emergency  pressure  which  constrained 
governments  to  satisfy  every  demand — all  tended  to  develop  discon- 
tent and  to  encourage  the  belief  that  radical  changes  in  social  condi- 
tions were  possible.  Tlie  effiect  has  been  to  confuse  and  unsetde  the 
minds  and  impmr  the  efficiency  of  miUicms  of  people.  At  a  time  when 
the  world  has  needed  production  more  than  ever  before,  die  hours  of 
labor  have  been  universally  shortened,  and  production  reduced  in 
even  greater  proportion.  Wages  and  costs  have  been  forced  up  until 
value-rdationshtps  throughout  industry  are  dislocated,  and  the  ex- 
change of  goods  and  services  thus  made  more  difficult.  Attempts  to 
put  the  entire  burden  of  heavy  taxation  upon  capital,  and  to  force  a 
greater  distribution  of  wealth  for  current  consumption,  tend  to  reduce 
the  amount  of  capital  available  for  permanent  improvements  at  the 
vary  time  when  investments  of  this  kind  are  necessary  to  make  good 
die  deficit  of  the  war  time.  And,  finally,  the  agitation  against  property- 
rights  tends  to  impair  confidence  and  credit  and  to  cripple  enterprise. 
The  combined  effect  of  these  demoralizing  influences  is  to  produce 
st^^tkm  and  unempbyment,  and  to  delay  recovery  from  the  state 
of  dis(Mganizatioa  and  dbtress  resulting  primarily  horn  the  wmc. 

NORMAL  TRADE  AND  IMDHSTRIAL  RELATIONS  MUST  BB  RESTORED 

THE  world  must  restore  the  old  state  of  cooperation  which  existed 
befcMre  the  war  as  between  cksses  and  occupations  within  each 
country  and  between  countries.  The  compemation  of  workers  in  the 

different  industries  must  be  brought  back  into  normal  relations,  in 
order  that  the  exchange  of  products  and  services  may  go  on.  In  the 
United  States  approximately  one-half  of  the  population  are  engaged 
m  producing  foodstufis  and  raw  mataials,  a  conttdcraUe  share  oi 
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which  must  be  exported  and  sold  in  world  markets.  These  products 
have  fallen  t»  pre-war  prices  or  below,  while  the  products  of  the  town 
industries,  hdd  up  by  labor-costs  and  understandings  of  various  kinds, 
have  undergone  comparatively  slight  reductimis.  TTie  result  is  that 
the  producers  of  agricultural  products  and  raw  materials  are  unable  to 
buy  more  than  about  one-half  as  much  of  the  products  of  the  town 
industries  as  when  all  products  were  on  a  common  level  of  value.  There 
can  be  no  revival  of  prosperity  until  a  readjustment  of  these  relations 
is  accomplished. 

And  so  there  must  be  a  resumption  of  trade  relations  between  coun- 
tries. The  United  Stotes  is  a  country  of  varied  natural  resources,  and 
as  well  constitated  to  live  within  itself  as  any  other  country.  Normally 
our  foreign  trade  does  not  exceed  lo  per  cent  of  our  total  trade,  but  we 
see  that  the  demoralization  of  our  foreign  trade  has  prostrated  the 
entire  domestic  business  as  well. 

We  need  to  restore  the  old  relationships  everywhere,  to  open  the  old 
channds  of  distribution  and  old  sources  of  supply.  Wedon'twanttogo 
all  over  again  through  the  slow  processes  of  growtk  and  wgaiuzation. 
We  don't  want  to  take  time  to  make  ourselves  sdf-supporting  in  every 
country.  We  don't  want  to  take  time  to  find  new  customers,  to  learn 
new  trades,  to  equip  with  new  machinery,  and  to  redistribute  the 
population  in  new  occupations.  Wc  want  to  start  up  the  old  machin- 
ery, tie  up  the  severed  relationships  and  go  on  as  b^ore. 

This  means  that  each  country  in  studying  to  help  itself  must  study 
the  world  situation.  The  purchasing  power  of  every  country  is  in  its 
own  powers  of  productioii.  Every  country  must  have  its  own  people 
employed;  it  must  produce  and  sell  somewhere  in  order  to  buy.  The 
trade  of  the  world  must  balance  and  dear  itself  in  order  to  have  ppoa- 
perity.  In  short,  we  must  set  up  the  whole  world  machine  in  order  to 
oar  own  port  of  it  into  running. 

FUNDAMBirrAL  CONDITIONS  OF  INTEIUiATIONAI.  CO-OPERATION 

THE  problem  of  restoring  international  trade  divides  itself  into 
accomplishing  those  things  which  a  nation  must  do  for  itself  and 
those  things  in  which  the  nations  must  act  together.  In  the  present 
disorganized  state  of  trade  there  is  fftatxx  need  for  the  use  of  credit 
in  getting  the  movement  started  than  in  ordinary  times,  while  the  mi^ 
certainties  which  exist  make  all  business  more  difficult  and  credit 
naturally  harder  to  obtain.  First  of  all  the  conditions  essential  to 
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credit  is  the  maintenance  of  an  orderly  state  of  society,  which  includes 
a  stable  govemmoit  having  the  support  and  willing  obedience  of  the 
people,  recognition  of  property  rights,  general  unllingness  on  the  part 
of  the  people  to  work  and  maintain  an  effective  state  of  industry. 
These  are  the  foundations  of  credit  everywhere;  and  the  more  clearly 
it  appears  diat  they  are  understxxxi  and  the  benefits  thereof  recognized 
by  aU  classes,  the  bet^  the  credit  of  a  people  will  be. 

The  current  regular  expenditures  of  the  Governments  should  be  met 
by  taxation,  as  laid  down  in  the  admirable  declarations  of  the  Brussels 
Financial  Ccmference.  If  the  ability  to  pay  taxes  is  low,  there  should  be 
unhentadng  courage  to  rednce  expenditures  correspondingly.  The 
people  must  be  brought  to  a  realization  of  the  neces^ty  of  paying  dieir 
way,  and  of  the  futility  of  such  expedients  as  printing  currency  to  meet 
Treasury  deficits.  In  short,  every  effort  should  be  made  to  get  industry 
and  trade  back  upon  a  sound  and  normal  basis.  Subsidies  and  regula- 
tions hampoing  bu«jiess,  (»i^nally  ari^ng  from  war  ocmditioi^^ 
should  be  done  away  with. 

In  addition  to  these  basic  conditions  it  may  be  desirable  that  in 
some  countries  there  shall  be  a  mobilization  of  resources,  upon  the 
general  thecny  embodied  in  the  ter  Meulen  plan,  for  the  purpose  of 
creating  the  highest  form  of  credit  obtunable  under  existing  c<»idi- 
tions. 

When  these  things  have  been  done  on  the  side  of  the  nations  desir- 
ing to  import  goods  and  to  obtain  credit,  the  responsibility  for  a 
revival  of  trade  will  be  shifted  to  the  nations  havii^  a  surplus  of 
products  for  export,  and  which  are  the  accustomed  source  of  materials 
and  supplies.  When  the  countries  which  have  a  natural  deficiency  of 
supplies  for  the  sustenance  of  their  population  and  the  operation  of 
their  industries  have  done  ail  that  it  is  in  their  power  to  do,  the  export- 
ing countries  blessed  widi  a  wealth  of  natiural  resources  must  somehow 
find  a  way  to  do  thdr  part.  Hie  common  obligations  of  humanity 
demand  it,  and  their  own  interests  require  it.  They  will  never  see  pros- 
perity in  their  own  streets  until  they  do  it. 

POSITION  OF  THE  UNITED  STATES  OF  AMERICA 

THE  delegation  from  the  United  States  are  deeply  impressed  mth 
the  responsibility  of  their  own  country  in  this  connection.  They 
recognize  that  its  responsibilities  are  commensurate  with  its  resources 
and  alttUty  to  g^ve  md. 
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The  potential  resources  of  the  United  States  are  ray  great,  indeed^ 
both  in  natural  supplies  and  productive  capadty.  It  has  a  large  sur- 

plus  of  foodstuffs,  great  capacity  for  producing  raw  materials,  and  the 
facilities  for  mass  production  of  manufactures  in  many  lines,  especially 
in  sted  and  industrial  and  raihx>ad  equipment.  In  fact,  the  variety  and 
capacity  of  our  industries  are  such  dwt  our  perplexity  in  world  trade 
is  in  determining  what  we  are  willing  to  take  in  exchange  for  the 
things  we  are  anxious  to  sell- 

In  brief,  we  have  the  ability,  measured  by  productive  capacity,  to 
supply  the  world  with  a  great  amount  of  capital  in  the  form  of  our 
products,  but  there  are  difficulties  in  ccmnecticm  witii  doing  so  which 
we  would  like  you  to  understand. 

This  ability  to  produce  goods  and  materials,  as  you  know,  is  private 
ability.  The  production  is  by  private  enterprise  and  privately  owned 
works.  Hie  companies  and  individuals  conducting  the  opvations  can- 
not sell  the  products  around  the  world  on  credit.  TTie  famo*  must  be 
paid  for  his  crop,  because  he  must  have  the  means  of  paying  his  own 
operating  and  living  expenses.  The  manufacturer  must  be  paid  for  his 
goods  because  he  reqidres  all  but  a  small  part  of  the  proceeds  to  pay 
lus  own  wi^e-i)rorkers  and  meet  other  operating  exp^ises. 

In  ordinary  times  the  movement  and  (tistribution  of  goods  from  pro- 
ducers to  consumers  is  handled  by  the  traders,  with  the  aid  of  the 
banks  and  financial  houses,  and  it  is  accomplished  largely  by  the  clear- 
ing process— a  system  by  which  the  stream  of  goods  moving  one  way 
is  offeet  against  the  stream  moving  the  oth&  way,  and  the  trade  is 
made  virtually  to  settle  itself.  Now  the  balance  fot  the  time  being  is 
lost,  and  the  problem  is  to  restore  it.  Temporarily  an  extraordinary 
amount  of  credit  must  be  used  to  keep  the  imbalanced  movement 
going. 

lliere  must  be  a  graeral  mobilization  of  capital  and  credit  to  take 

these  products  from  the  produc«^  for  cash  and  sdl  them  where  they 
are  wanted  on  credit.  A  new  supply  of  capital  and  credit  must  be 
brought  into  the  gap.  The  ordinary  supply  of  credit  is  not  sufficient, 
and  the  short-time  credit  affcNrded  by  the  banks  is  not  adapted  to  the 
situation.  The  banks  are  handling  temporary  funds,  the  great  bulk  of 
which  are  payable  on  demand.  Obviously  they  cannot  tie  up  these 
fiaids  in  transactions  which  will  have  to  run  for  a  term  of  years. 
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THE  INVESTMENT  MARKET 

THE  other  recourse  is  to  the  investment  market.  Securities  issued 
by  the  corporations  or  governments  of  importing  orantries,  ca* 

issued  by  American  corporations  and  based  upon  the  proposed  credits, 
must  be  sold  to  individuals  who  have  a  surplus  of  funds  for  invest- 
ment, and  we  would  like  you  to  understand  the  conditions  surrounding 
tile  investment  market  at  this  time. 

In  the  first  place  while  the  wealtii  of  the  United  States,  as  shown  by 
census  returns,  is  very  great,  it  must  be  remembered  that  it  is  com- 
prised of  property  spread  over  a  vast  extent  of  territory,  of  widely  dis- 
tributed ownwship  and  consists  very  largely  of  real  estate,  i.e.,  farms 
and  town  property.  The  United  States  is  stiU  a  new  and  developing 
country,  and  in  most  sections  of  it  the  people  arc  accustomed  to  devote 
their  surplus  incomes  to  the  extension  of  their  own  imme^ate  buM- 
nesses  or  for  other  local  undertakings.  The  number  of  people  accus- 
tomed to  invest  in  securities  listed  on  the  stock  exchanges  or  offered  in 
the  public  market  has  always  been  relatively  small.  The  amount  of 
wealth  held  in  the  form  of  securities  is  relatively  small,  and  it  will  not 
do  to  base  expectations  about  what  the  country  is  likely  to  do  in  the 
way  of  buying  securities  upon  the  wealth  reported  by  the  census.  It 
takes  time  for  people  to  acquire  the  habit  of  investing  their  money 
away  from  home  and  in  the  custody  of  others,  and  particukrly  to 
become  used  to  the  idea  of  making  investments  in  far&ffi  countries. 
Our  people  distrust  their  own  judgment  when  it  comes  to  investments 

in  foreign  securities. 

Down  to  the  beginning  of  the  war  practically  no  foreign  securities 
ever  had  been  sold  in  the  United  States;  during  the  war  a  few  issues 
for  the  allied  and  neutral  governments  were  sdd  there,  ^ce  die  arm- 
istice something  over  one  billion  dollars  of  foreign  government  securi- 
ties have  been  sold  there.  This  shows  that  we  are  making  progress  in 
developing  a  world  market,  but  it  is  a  process  of  growth. 

Down  to  the  outbreak  of  the  war  we  had  been  accustomed  to  hok 
to  the  European  market  for  capital  for  ourselves.  It  was  a  cheaper  and 
broader  market  than  our  own. 

PRESENT  DEMANDS  tTPON  THE  AMERICAN  MARKET 

IT  must  be  rememb»ed  that  during  the  war  our  development  work 
was  checked  by  the  fact  that  the  government  loans  aggregating 

about  ^25 ,000,000,000  swept  up  the  available  funds,  so  that  now  every 
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part  of  the  country  is  in  need  of  capital  for  local  improvements.  We 
are  needing  to  boiki  houses,  to  spend  large  sums  upon  our  railroads  and 
public  utiUties,  which  generally  suffered  deterioration  during  tJie  war. 

The  competition  for  capital  for  these  purposes  has  made  interest 
rates  high  and  the  new  offerings  of  securities  at  high  rates  has  had  the 
e^ect  of  depressing  the  entire  list  of  outstanding  securities  and  stocks, 
so  that  they  yield  high  returns  upc»  i»esent  values. 

Other  factors  in  the  situaticm  are  the  high  rates  of  taxation  and  the 
large  amount  of  securities  that  are  exempt  from  taxation.  Under  oar 
poUtical  organization  the  obligations  of  the  Federal  Government  are 
not  subject  to  local  taxation  and,  reciprocally,  the  obligations  of  states, 
munidpalities  and  tiie  lesser  sub-divi«ons  of  govotunent  are  not  sub- 
ject to  Federal  taxation.  The  total  amount  of  securities  v^olly  exempt 
now  outstanding  is  estimated  at  approximately  5,000,000,000,  and 
is  constantly  being  increased  by  new  issues. 

The  United  Sutes  Government  issues  that  are  totally  tax-exempt 
yield  at  the  present  market  ^  to  per  cent.,  and  other  federal 
issues  4.60  to  5 .60  per  cent.  Municipal  securities  pay  a  tax-^ree  in- 
come from  per  cent,  in  the  case  of  certain  choice  issues  up  to  7  par 
cent,  in  the  case  of  numerous  small  cities  whose  credit  is  not  so  widely 
established,  but  is  nevertheless  perfectiy  good. 

The  presence  of  this  large  body  of  tax-exempt  securities  has  the 
rffect  of  practically  eliminating  investw^  of  hi^  incomes  as  bayers 
of  securities  subject  to  taxation.  To  an  individual  with  an  income  sub- 
ject to  our  maximum  tax,  an  exempt  4  per  cent.  Federal  or  Municipal 
bond  yields  m  equivalent  of  nou-ly  1 5  per  cent,  interest.  Conversely, 
a  taxable  7  per  c«it.  investmait  sudi  as  a  real  estate  m<»tgage,  an 
industrial  or  railroad  bond,  or  a  foreign  government  bond,  after  tax 
payments  actually  yields  less  than  2  per  cent.  This  calculation  is  based 
on  Federal  texes  only,  and  there  is  local  taxation  to  be  considered  be- 
ades.  Many  of  the  States  have  inoome  taxes,  the  maximum  rate  in 
New  York  State  being  3  per  <^t. 

It  should  be  understood,  also,  that  the  Treasury  of  the  United  States 
faces  the  necessity  of  doing  an  extensive  amount  of  financing.  Within 
the  next  two  years  short-term  obUgations  aggregating  ^7,200,000,000 
fall  due  and  must  be  met  in  the  main  by  refunding  operations.  While 
it  is  true  that  these  operations  will  not  require  bc«rowing  in  excei»  of 
the  payments  to  be  made,  they  will  involve  an  increased  donand  for 
investment  capital,  inasmuch  as  the  banking  institutions  now  carry- 
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ing  short  Treasury  obligaticttis  will  avoid  the  long-term  obligations 
into  which  conversion  is  planned.  The  public  market  will  be  affected 
by  the  competiticm  oi  the  Trearary  for  mvestment  funds* 

flNANCIAL  AND  INDUSTMAL  COKDITIOKS  IN  THB  UNTTBD  STATES 

WE  understand  that  it  is  a  conoinon  opinion  abroad  that  the 
wealth  of  the  United  Sutes  was  greasy  inmased  by  the  war, 
but  this  is  a  fallacy.  The  United  States  was  growing  in  wealth  htSwt 

the  war,  and  there  is  good  reason  for  believing  that  this  growth  was 
checked  rather  than  stimulated  by  the  war. 

It  is  true  that  during  the  first  years  and  before  entering  the  war 
as  a  combatant,  the  nominal  wealth  of  the  country  increased  very 
rapidly,  and  the  real  wealth  also  increased  at  greata*  than  the  normal 
rate.  But  after  the  country  entered  the  war  its  own  expenditures  were 
very  great  and  the  deterioration  of  property  and  loss  of  normal  de- 
velopment was  very  serious.  Moreover,  a  large  part  of  the  nominal  prof- 
its made  during  the  period  of  rmng  prices  has  been  lost  in  the  period 
of  falling  prices  and  the  country  is  now  experiencing  in  idle  industries, 
business  depression,  unemployment  and  bankruptcies,  a  reaction 
which  is  costing  an  amount  that  cannot  be  measured.  We  are  paying 
now  die  nabiral  penalty  of  abn<Mrmal  prices  and  abn<»-mal  profits^  and 
when  we  are  through  with  it  the  ttcotA  is  likely  to  show,  as  ktt  c'vtstj 
other  such  experience,  that  the  balance  is  in  red.  We  have  a  great  body 
of  internal  private  indebtedness  representing,  in  part,  war-financing, 
but  more  largely  speculation  and  extravagance  induced  by  the  rise  of 
prices.  Our  people  now  hcit  the  necessity  of  liquidating  this  indebted- 
ness with  products  at  low  prices  and  with  bi^ess  stfignant  and  un- 
profitable. 

HIGH  INTEREST  RATES 

THESE  are  some  of  the  conditions  which  we  wcmld  like  you  to 
understand  in  forming  your  judgment  up<m  what  the  IJnited 

States  has  done  and  may  be  reasonably  expected  to  do  in  the  way  of 
financing  Europe.  You  have  found  it  necessary  to  pay  high  interest 
rates  upon  your  borrowings  there;  we  see  the  terms  commented  upon 
in  European  papers  as  '^ex^Htionate*"  But  these  loans  must  be  offered 
upon  the  public  market  and  we  ask  you  to  consider  that  it  is  useless 
to  offer  large  issues  in  any  market  of  the  world  at  less  than  the  current 
rate  for  good  home  securities  in  the  same  market.  It  is  not  the  fault 
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of  the  American  banker  that  interest  rates  are  high;  it  is  his  business 
to  give  the  best  advice  he  can  as  to  the  reqiuremrats  of  the  market, 
and  it  is  enough  to  say  in  vincUcation  of  his  advice  in  the  past  ^t 

the  European  issues  which  have  been  placed  on  the  American  market 
heretofore  may  be  purchased  to-day  at  an  average  of  practically  the 
0£^^mi  issue  price.  A  few  are  slightly  above,  but  more  are  below. 

WIDELY  SPREAD  RESOURCES  AND  POPUM^TION 
OF  TOE  UNITED  STATES 

THIS  statement  of  conditions  in  America  is  not  made  for  the  pur- 
pose of  discouragement,  but  in  orda*  that  there  may  be  a  good 
understanding.  The  bankars  and  business  mai  of  the  United  States 
who  expect  to  exert  themselves  activdy  to  the  end  that  thrir  country 
will  come  with  all  the  strength  it  can  summon  to  the  relief  of  this  world 
situation,  want  you  to  understand  the  conditions  with  which  they 
must  deal.  The  capital  which  the  world  needs  can  be  laigely  supplied 
from  the  United  States;  the  potentiafities  are  there;  Imt  diey  are  scat- 
tered over  a  great  continent  and  in  the  hands  of  millions  of  people 
whose  interest  and  co-operation  are  necessary.  The  main  body  of  these 
people  live  in  the  interior,  back  from  the  Atlantic  coast,  some  of  them 
as  far  west  of  New  Ycu-k  as  New  Y<Mrk  is  westof  Londcm. 

If  you  should  lay  the  map  of  the  United  States  upon  the  map  of 
Europe  with  New  York  upon  LxDndon,  the  important  city  of  San 
Francisco  would  fall  somewhere  beyond  the  Ural  Mountains,  over  in 
Asia.  I  mention  this  only  to  show  that,  inevitably,  these  people  are 
more  ixt  less  provincial  in  their  outlook,  in  die  sense  that  local  intaiests 
dominate,  lliey  are  remote  £r<mi  Europe,  and  thdr  relations  with  it 
are  mainly  indirect. 

It  looks  like  a  long  way  for  them  to  go  to  invest  money  which  just 
now  they  need  very  much  in  the  management  of  their  own  affairs. 
It  is  a  question  how  far  an  appeal  addressed  to  them  by  the  business 
interests  of  the  eastern  seaboard  will  move  diem,  for  they  do  not  by 
any  means  consider  the  interests  of  the  eastern  cities  as  identical  with 
their  own.  They  are  a  people  of  high  intelligence  and  will  respond 
eventually  to  the  necessities  of  this  situation,  as  they  did  to  the  condi- 
tions whkh  brought  Ammca  into  die  war;  but  nobody  can  speak  for 
them  but  themselves,  and  the  very  nature  of  the  situation  is  such  as 
to  present  difficulties  in  obtaining  from  the  whole  country  prompt 
and  co-ordinate  action.  It  cannot  be  done  offhand;  it  depends  upon 
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tbe  spread  of  publk  sentiment  over  a  great  area.  You  must  take  Amer- 
ica B»  she  is,  and  judge  her  by  the  conditiona  which  make  her  what  she 
is — for  the  same  conditions  probably  would  affect  any  other  people  in 
like  manner. 

THE  REPARATIONS  AGREEMENT  AND  BONDS 

JiMERICA  has  welcomed  the  settlement  of  the  terms  of  the  Rcp- 

±\.  arations  Agreement,  and  accepts  the  declarations  of  the  German 
Government  of  its  purpose  to  pay,  as  made  in  good  faith.  It  believes 
the  terms  to  be  just  and  that  they  should  be  strictly  carried  out,  so 
far  as  they  prove  to  be  economically  practicable.  American  financi^s, 
however,  have  viewed  vnlh  some  concern  the  statements  emanaling 
from  several  countries  to  the  effect  that  the  Reparation  Bonds  would 
be  offered  in  the  United  States.  From  their  point  of  view  it  would  be 
unfortunate  to  have  them  introduced  into  that  market  at  least  at  the 
presait  time.  In  the  first  phi^  they  are  five  per  c»t  bonds,  and  the 
American  market  at  this  time  is  on  an  eight  per  cent  basis  for  the  best 
of  foreign  securities.  There  is  reason  to  believe  that  the  German  bonds 
would  not  rank  in  that  class.  Without  raising  any  question  about  the 
German  piupose  to  pay,  the  undertaking  of  one  country  to  pay  so 
large  a  sum  outside  of  its  own  bwders  and  in  fordgn  monies  must  be 
regarded  as  more  or  less  of  an  economic  exporimcnt.  Its  success  de- 
pends not  only  on  the  ability  of  Germany  to  export  goods,  but  upon 
the  willingness  of  other  countries  to  import  them.  It  is  impossible  to 
say  in  advance  what  effects  such  a  vdume  of  exports  from  Germany 
will  have  upon  w<a\d  mai^ets,  at  what  the  attitude  of  omntries 
toward  them  will  be.  It  is  not  clear  even  what  the  attitude  of  the  coun- 
tries receiving  indemnity  will  be  toward  German  exports. 

Having  regard  for  the  low  interest  rate  as  compared  with  current 
rates  in  the  United  Sut»,  and  f<»*  other  features  of  the  siloiation,  it  is 
certain  that  the  Reparation  Bonds  would  have  to  be  sdid  at  a  low 
price  to  be  moved  in  that  market.  If  anything  like  a  competitive  situa- 
tion developed  among  sellers,  with  so  large  a  possible  supply,  the 
market  m^ht  be  demoralized.  In  short,  it  would  be  easy  under  the 
conditions  to  spcnl  the  market  not  only  (w  these  bonds  but  for  fordgn 
offerings  generally,  and  seriously  interfere  mth  all  efforts  to  aid  the 
European  situation.  Any  experienced  investment  banker  will  confirm 
the  truth  of  this  statement. 

American  banka^  fed  that  it  woidd  be  unfortunate  to  have  these 
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bonds  oflFered  in  a  market  that  was  not  receptive  to  them,  and  sold 
at  low  fnices.  The  countries  receiving  them  as  indemnity  would  be 
disappointed  and  critical  of  America  for  what  would  be  regarded  as 
extortionate  terms,  and  Germany  probably  would  be  aggrieved  over 
bdng  compelled  to  pay  so  much  more  than  was  actually  realized  by 
the  recipient  countries.  In  all  likelihood  it  would  be  said  on  all  sides 
that  the  United  States,  which  professed  to  want  no  indemnity  at  all, 
had  found  a  way  to  obtain  the  lion's  share.  The  prospect  would  seem 
to  be  good  for  the  United  States  to  get  itself  thoroughly  disliked  in  all 
quarters.  We  wish  to  avoid  getting  into  that  position. 

THE  GOVERNMENTAL  INDEBTEDNESS 

THE  question  of  the  indebtedness  of  the  Allied  governments  to 
the  government  of  the  United  States,  amounting  in  the  aggre- 
gate to  approximately  $10,000,000,000,  is  another  delicate  subject 
which  we  realize  has  great  interest  for  many  of  our  associates  in  this 
International  Chamber.  We  are  aware  that  many  people  think  that 
for  various  reasons  there  should  be  a  cancelladcm  in  whole  «r  in  part 
of  this  indebtedness  in  connection  with  a  general  readjustment  be- 
tween the  governments  that  were  associated  in  the  war.  I  have  not 
the  time  to  review  the  arguments  and  no  inclination  to  discuss  them 
in  a  controversial  manna*.  There  is  influential  support  for  the  proposal 
in  the  United  States,  but  candor  would  compel  us  to  say  that  there  is 
no  large  body  of  pronounced  opinion  in  favor  of  it  at  this  time.  There 
is  not  such  a  body  of  opinion  as  would  justify  this  delegation  in  giving 
any  encouragement  that  cancellation  will  be  entertained.  It  should 
be  understood  that  the  executive  branch  of  the  government  of  itself 
has  no  power  to  alter  the  conditions  laid  down  in  the  Act  of  Congress 
granting  authority  for  the  loans.  This  means  that  nothing  can  be  done 
except  by  action  of  the  Congress,  whose  members  come  directly  from 
the  people  of  all  sections  of  the  country,  and  it  is  quite  certain  they 
will  not  act  in  a  matter  of  so  much  importance  without  a  definite  ex- 
pression of  consent  and  approval  by  their  constituents.  At  present  it 
must  be  said  that  the  American  public  is  not  convinced  either  that 
justice  to  its  late  associates  requires  that  America  should  take  such 
action,  or  that  the  emergency  confronting  the  debtor  countties  is  so 
great  as  to  require  cancellation  in  order  that  they  may  regain  a  sound 
economic  position. 
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PUBLIC  OPINION  IN  THE  UNITED  STATES 

IT  is  trae  that  when  a  amntry  has  declared  war  its  own  interests 
require  that  it  shall  use  every  resource  at  its  command  to  overcome 

the  enemy  as  speedily  as  possible.  Fighting  alone  it  will  do  so,  and  if  it 
has  allies  it  naturally  will  withhold  no  aid  that  will  make  their  efforts 
more  effective  to  the  O(»mion  advantage.  This  affords  a  basis  for  the 
view  that  each  country  is  impdled  in  its  own  behalf  to  make  the  larg- 
est possible  contribution,  both  directly  and  indirectly,  and  that  no 
other  measure  of  the  proper  contribution  of  each  country  to  the  com- 
mon cause  is  practicable.  But  admitting  that  from  the  day  the  United 
States  entered  the  war  it  was  necessarily  committed  to  the  full  use  of 
its  resources  to  achieve  victory,  it  remmns  trae  that  in  order  to  undar-* 
stand  the  view  of  the  American  people  as  a  body  it  is  necessary  to  con- 
sider the  conditions  under  which  they  entered  the  war  and  their  habit- 
ual attitude  toward  European  political  affairs.  They  are  a  great  com- 
posite people,  livii^  a  long  way  Irom  the  seat  of  the  conflict*  That  they 
should  be  involved  in  a  European  war  came  as  a  great  surprise  to 
them.  They  had  endeavored  to  avoid  European  entanglements.  They 
did  not  feel  that  they  had  any  responsibility,  historical  or  otherwise, 
for  the  war,  or  that  they  were  as  vitally  related  to  it  as  the  peoples  of 
Europe.  This  does  not  imply  blame  or  criticism  of  any  of  thdir  asso- 
ciates, but  simply  that  they  considered  themselves  fortunately  placed 
outside  the  area  of  European  controversies  and  entitled  to  the  im- 
munities of  their  position.  They  entered  the  war,  as  they  believed,  for 
just  and  righteous  reasons,  and  cheerfully  made  heavy  expenditures 
of  life  and  money  upon  it,  but  they  have  never  felt  that  primarily  it 
was  their  war,  or  that  there  was  any  good  reason  why  they  should 
assume  more  than  the  expenses  of  their  own  efforts  in  it. 

That  reasoning  may  seem  superficial  and  fallacious  to  people  who 
view  the  situation  from  a  different  position — but  again  we  would 
repeat  that  the  attitude  of  the  American  people  probably  is  not  differ- 
ent from  what  would  be  the  attitude  of  any  other  people  under  similar 
circumstances.  In  any  event,  as  fellow-delegates  in  this  Congress,  we 
feel  the  responsibility  of  describing  conditions  to  you  as  they  are. 

MUTUAL  INTERESTS  REQUIRE  POSTPONEMENT  OF  PAYMENTS 

ON  the  other  hand  it  does  not  follow  from  this  view  that  the  Ameri- 
can people  have  any  disposition  to  pursue  a  harsh  and  peremptory 
policy  about  these  loans*  They  have  postponed  temporarily  the  claims 
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for  interest  payments,  and  at  the  instance  of  the  present  adminis- 
tration a  bill  has  been  introduced  in  the  Congress  giving  the  Secretary 
of  the  Treasury  plenary  powers  to  extend  Ae  time  of  payments  upon 
principal  and  interest.  We  believe  that  public  opinion  in  the  United 
States  will  approve  of  every  act  of  accommodation  that  is  necessary 
to  handle  this  indebtedness  in  such  ntianner  that  it  will  not  embarrass 
Ae  debtor  nations  in  their  recovery  ot  inflict  hm-dship  upon  them. 

Aside  from  the  disposition  of  the  Amwican  people  to  kSihw  tiiis 
course  from  motives  of  friendship  and  consideration  for  their  late 
associates  in  arms,  there  are  other  reasons  why  they  should  do  so, 
some  of  which  may  give  greats  assurance  than  any  statements  from 
tbis  dd^tion. 

There  arc  economic  reascms  why  the  United  States  should  not  desire 
payments  upon  this  indebtedness  under  present  conditions.  There  is  a 
natural  equilibrium  in  economic  affairs  which  all  parties  are  interested 
in  nii»<«»^i«i"g  The  United  States  is  a  great  exporting  country.  With 
ho*  vast  productive  capacity  she  is  an^ous  to  maintiun  and  increase 
her  exports,  but  finds  herself  today  confronted  in  every  fcM-eign  coun- 
try by  exchange  rates  which  put  her  at  a  disadvantage  in  the  compe- 
tition. If  in  the  present  state  of  trade  the  United  States  should  ask  for 
the  paymoit  of  aonung  interest  upcm  these  loans»  and  the  debtor 
governments  should  go  into  the  marbsts  and  attempt  to  gatiier  up 
exchange  to  make  the  paym«its,  the  effect  would  be  to  r«sc  exchai^ 
rates  on  New  York  still  higher  and  bring  our  exports  to  a  standstill. 
In  short,  the  United  States,  from  the  standpoint  of  its  own  interests, 
cannot  afford  to  accept  paymoits  of  dither  principal  or  interest  from 
the  debtor  govmiments  at  this  time.  It  wtU  handicap  and  imperil  our 
own  trade  by  doing  so.  Moreover,  if  the  time  ever  comes  when  we  can 
accept  such  payments  without  injury  to  our  own  trade,  by  that  time 
the  situa^m  will  be  such  that  the  payments  can  be  made  without 
hardship  to  the  debtors. 

PRACTICAL  RBSULTS  OF  TH£  DBBTOR  AHD 
CREDirOR  RELATIOKSHIP 

THE  podti<»i  of  a  creator  country  has  been  reached  very  suddenly 
by  thcUni  ted  States,  and  tiic  perplexities  of  thetttuationarelarge- 

ly  due  to  that  fact.  If  the  development  had  come  in  the  normal  coarse 
of  trade,  there  would  be  nothing  alarming  in  the  fact  that  Europe  owes 
the  United  Sutcs  #io,poo,Qoo,poo  or  ^15^,000,000.  Before  the  out- 

D5] 


THE  NATIONAL  CnT  BANK  OF  NEW  YORK 


break  of  the  war  the  world  owed  Great  Britain  approximately  |ao,- 
000,000,000,  but  that  indebtedness  was  giving  nobody  any  concern 
beorase  Great  Britain  continued  from  year  to  year  to  re-invest  the 
income  largely  in  the  debtor  countries.  The  fact  is  that  the  debts  of 
the  world  to  Great  Britain,  including  all  of  its  foreign  investments  in 
that  category,  were  always  growing  and  nobody  ever  raised  a  ques- 
tion as  to  how  or  when  they  would  be  paid  off.  Collectively  they  were 
not  expected  to  be  paid  off,  and  that  suggests  a  question  as  to  the 
actual  burden  involved  in  a  body  of  indebtedness  of  which  nether 
principal  nor  interest  ever  is  to  be  actually  paid!  A  creditor  country 
under  normal  conditions  is  Uke  a  rich  man  who  seldom  reduces  hw 
investments,  but  rather  is  always  adding  to  them. 

I  might  go  farther,  and  develop  the  thought  that  it  makes  very 
much  less  difference  than  is  commonly  thought  where  a  body  of  securi- 
ries  is  owned,  provided  the  income  from  dicm  is  avMlablc  kt  invest- 
ment wherever  in  the  world  the  best  opportunities  exist  far  Ac  de- 
velopment of  industry  and  for  increasing  the  production  of  staple 
goods  of  world-wide  consumption.  Most  of  the  controversies  over  the 
ownership  of  wealth  are  based  upon  the  assumption  that  nobody  gets 
any  benefit  from  wealth  but  the  people  who  hold  title  to  it,  which,  of 
course,  is  a  gross  fallacy.  The  benefits  of  wealth  in  productive  forms 
we  diffused  throughout  society,  scarcely  hindered  by  national  boun- 
daries. To  a  very  much  greater  extent  than  we  are  accustomed  to  think, 
the  wealth  of  die  wwU  b  a  ccmimtm  fund,  whoever  may  hxM  tl» 
titles  of  ownership  and  wherever  it  may  be  located. 

THE  LESSON  OF  MUTUAL  INTERESTS 

THIS  may  seem  to  be  a  kind  of  talk  best  appreciated  by  the  own- 
ers of  wealth  and  by  the  people  of  a  creditor  country,  but 
I  am  trying  to  point  out  how  the  interests  of  countries  are  inter- 
mingled. What  I  am  saying  now  is  intended  as  much  for  our  own  peo- 
ple in  the  United  States  as  for  you.  We  want  to  sell  our  products,  and 
we  cannot  sell  them  in  normal  quantities  and  collect  these  debts  at 
the  same  time,  at  least  under  present  wwld  ccmditions.  Unless  we  han- 
dle this  indebtedness  with  a  proper  regard  for  die  trade  upon  which  our 
industries  are  dependent  we  will  lose  more  than  the  debts  amount  to. 
That  b  the  lesson  in  relaticmships  which  goes  with  our  new  position 
as  a  creditor  country.  We  are  not  very  dear  about  it  yet,  because  the 
position  is  new  to  us,  but  we  are  not  slow  to  dbcover  diat  ha^  cx- 
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change  nta  on  New  York  raise  the  cost  of  all  American  products  to 
foreign  buyers.  This  fact  affects  every  grower  of  cotton  and  every  pro- 
ducer of  grain  and  live  stock  in  the  United  States,  and  whatever 

affects  them  likewise  affects  everybody  else  in  the  United  States.  I 
venture  to  say  to  you  that  exchange  rates  and  the  prices  of  interna- 
tional products  constttttte  the  most  powerful  influence  for  the  dissem- 
ination of  wholesome  imtructicm  about  international  relaticms  diat 
can  be  exerted.  They  are  teaching  that  the  worid  is  one  community 
and  that  prosperity  or  depression  in  any  country  exerts  an  influence 
for  prosperity  or  depression  in  every  other  country. 

SUMMING  UP 

IN  conclusion  and  to  sum  up:  This  delegation  from  America  has  no 
commission  to  make  promises.  It  can  express  only  its  own  opin- 
icms.  It  believes  that  now  the  indemnity  terms  are  setded,  and  that 
peace  and  social  order  in  Europe  appear  to  be  more  firmly  assured  than 
at  any  time  since  the  war,  the  prospects  far  intematicmai  co-operation 
are  greatly  improved.  They  are  convinced  for  themselves  and  believe 
that  the  American  people  are  generally  impressed  that  there  will  be 
no  prosperity  in  our  own  country,  no  markets  for  our  own  products, 
undl  intemadonal  trade  is  again  flowing  in  accustomed  channels. 
The  importing  countries  desiring  credit  must  do  tlirir  part;  they  must 
supply  the  best  basis  for  credit  they  can  offer,  remembering  that  those 
of  us  in  the  United  States  who  desire  to  work  with  them  are  obliged  to 
go  out  to  the  public  market  and  find  the  money  with  which  to  pay 
for  the  things  that  are  wanted.  The  bankers  who  handle  the  securities 
must  comply  with  the  condititms  of  the  market,  and  they  must  be 
able  to  offer  securities  they  can  recommend. 

Finally,  the  needs  of  Europe  should  be  presented  in  definite  form. 
There  should  be  something  like  a  general  survey  in  each  country  to 
determine  what  is  wanted,  and  what  is  most  wanted,  in  order  to 
restore  the  productive  capacities  of  the  country.  If  it  is  agncultural 
implements,  a  list  should  be  made  of  the  number  of  ploughs,  harvest- 
ing machines,  or  whatever  it  may  be;  if  it  is  breeding  stock,  a  list 
slimild  be  made;  if  it  is  railroad  equipment,  a  list  should  be  made;  if 
it  is  cotton  copper  or  oth«  raw  materials,  Iwts  should  be  made  and 
forwarded  through  the  proper  channels,  together  with  a  statemmt  of 
the  security  that  will  be  offered.  Then  it  will  be  up  to  the  business 
organizations  of  the  United  States  to  call  together  representative 
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people  in  the  industries  directly  concerned,  and  see  what  can  be  done. 
There  is  good  reason  to  bdieve  that  steps  taken  in  Ais  wderly  man- 
ner will  lead  to  practical  results.  The  situation  is  beset  with  difficulties 
but  the  people  of  the  United  States  have  lost  enough  in  the  last  year 
by  shrinkage  in  the  value  of  their  products  and  by  idleness  in  their 
industries  to  have  supplied  everytMng  that  Europe  has  needed  for 
the  restoration  of  her  industrial  life.  Moreover,  theae  kmes  arc  con- 
tinuing and  will  continue  until  normal  trade  is  re-established.  This 
fact  constitutes  a  reproach  to  organized  society,  and  there  is  reason 
to  believe  that  when  the  situation  is  fully  comprehended  a  way  to 
correct  it  will  be  found. 
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